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Nicaraguan Par Value 


The International Monetary Fund has concurred in a 
proposal by the Government of Nicaragua for a change 
in the par value of the cérdoba from 5 cérdobas to 7 
cérdobas per U.S. dollar, effective July 1, 1955. In terms 
of gold and in terms of the U.S. dollar of the weight and 
fineness in effect on July 1, 1944, the parities of the 
1955 are as follows: 0.126953 
grams of fine gold per cérdoba; 245.000 cérdobas per 
troy ounce of fine gold; 7.00000 cérdobas per U.S. dollar; 
14.2857 U.S. cents per cordoba. 


cordoba as of July 1, 


The new par value has served as the basic rate of 
exchange for the cérdoba since November 1950, when 


Europe 
Foreign Trade of ECCS Countries 


Trade among countries of the European Community 
for Coal and Steel (Belgium-Luxembourg, France, Fed- 
eral Republic of Germany, Italy, and the Netherlands) in 
1954 totaled $4,588 million, of which $972 million (21.2 
per cent) represented coal and steel. Total imports of the 
ECCS countries from outside countries were $12,124 mil- 
lion; coal and steel imports amounted to $553 million, 
equal to 4.6 per cent of the total. Total exports by the 
ECCS countries to outside countries reached $11,241 
million, of which $913 million, or 8.1 per cent, was coal 
and steel. 


Source: Communauté Européene du Charbon et de 


lAcier, Haute Autorité, /nformations Statis- 
tiques, Luxembourg, April-May 1955. 


Sterling Exchange Rates and U.K. Policy 


After remaining weak during the early part of the week 
beginning June 27, spot sterling strengthened slightly in 
the last two days and in New York on July 1 closed %¢ 
cent higher, at just over $2.785¢. Transferable sterling 
ended the week 14 cent higher, at $2.77. Security sterling, 
apparently still affected by U.S. purchases of sterling 
securities, was quoted at $2.78. 

Sterling-dollar rates recovered after the Economic Sec- 
retary to the Treasury had stated in the House of Com- 
mons on June 30 that, in regard to certain rumors about 
the possibility of some kind of devaluation, he could say 
quite categorically that there was no such intention. He 
also stated that the Chancellor of the Exchequer continued 
to be confident of the strength of sterling, day-by-day 


the Nicaraguan Government undertook to simplify its 
multiple rate system. The previous par value of 5 cér- 
dobas per U.S. dollar recently has been used only for 
government payments. 

Under an exchange reform that will accompany the 
change in par value, the rate of 5 cérdobas per U.S. dollar 
will now be eliminated. All official market transactions 
will be conducted at the new par value of 7 cérdobas per 
U.S. dollar, with the exception of a temporary buying 
rate of 6.60 cérdobas per U.S. dollar for export proceeds. 
Source: International Monetary Fund, Press Release, 

Washington, D.C., July 1, 1955. 


fluctuations in rates having given him no reason to change 
his assessment of the U.K. position. Such fluctuations were 
bound to occur, and often could not be readily explained, 
the Economic Secretary said. Sentiment played an im- 
portant part in the movement of the sterling-dollar rate, 
and the recent strikes—especially the dock strike—with 
their effect on U.K. exports had adversely affected sterling 
in the exchange markets. Replying to Opposition ques- 
tions, the Economic Secretary underlined that the Chan- 
cellor’s “pre-conditions” for convertibility still stood. 
Sources: The Financial Times, London, England, July 1 
and 2, 1955; The Journal of Commerce, New 
York, N.Y., July 5, 1955. 


U.K. Monetary Policy and Economic Conditions 


In a letter to the press published on June 30, the Com- 
mittee of London Clearing Bankers has appealed for pub- 
lic cooperation in keeping down the volume of bank 
credit. The letter refers to the Government’s policy of cur- 
tailing demand, in the interest of the balance of payments, 
by restricting the volume of credit. Such a policy makes it 
necessary for the banks to be more stringent in their 
attitude to advances to both large and small customers, 
however reasonable these advances would be in normal 
times. This public appeal was considered desirable in 
view of the widespread lack of understanding of the 
effect of official credit policy in compelling bankers to 
restrict credit. It is hoped that such a joint appeal will 
make easier the task of individual bank managers. 

Addressing the National Production Advisory Council 
on July 1, the Chancellor of the Exchequer stated that 
credit control and other measures restricting home de- 
mand must be applied with the courage and resolution 
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that the situation requires. Growth in the U.K. economy 
must not take place at the expense of the exports needed 
to maintain that growth. Industry must achieve and main- 
tain a competitive level of costs; while U.K. exports are 
rising, those of its competitors are doing better. OEEC 
statistics show that, since 1950, labor costs in manufac- 
turing have remained stable in Germany, have risen by 
2-3 per cent annually in the United States, and by twice 
that amount in the United Kingdom. In May, U.K. wage 
rates were 7 per cent above the 1954 average. A large 
and sustained rise in productivity would be necessary to 
offset such pressures. Since the war, the United King- 


dom has been saved from the penalties of failing to keep 


costs and prices stable by an equal lack of success else- 
where. Now, however, others are keeping their costs 
relatively steady, and the United Kingdom must do as 
well. The evidence suggests that the check to hopes of a 
steadily rising standard of living that would follow the 
acceptance by the United Kingdom of a reduced share of 
world trade is a very real danger. The strikes have made 
more difficult any interpretation of the balance of pay- 
ments situation, but there are some grounds for believing 
that the measures taken earlier in the year have at least 
made it possible for the United Kingdom to hold its posi- 
tion. The excessive rate of expansion of imports has been 
slowed down. Coal imports are likely to cost up to about 
80 million this year, and coal exports are having to be 
reduced. Imports of steel and animal feeding stuffs are 
also heavy. 


Source: The Financial Times, London, England, July 2, 
1955. 


Economic Developments in the U.K. Colonies 


According to the Annual Report of the U.K. Colonial 
Office on the Colonial Territories (Cmd. 9489), the vol- 
ume of domestic exports of the Colonies was 5 per cent 
higher in 1954 than in 1953. Output of many commodi- 
ties reached record levels. While the volume of imports 
also rose, their value fell by about 2 per cent. The 
Colonies’ aggregate balance of payments (excluding 
transactions of Hong Kong) showed a small surplus in 
1954, compared with a deficit of £32 million in 1953. 
While government finances were generally more healthy 
than a year earlier, it remains to be seen whether the 
tendency for higher expenditures to overtake increases in 
revenue has been permanently checked. Expenditures 
from U.K. Government colonial development and wel- 
fare funds were at the high figure of £15.6 million. 
Colonial governments and public authorities raised £16 
million in new loans in London during 1954-55, against 
£20.5 million in 1953-54. 


Corporation sanctioned £4.5 million in capital issues, of 


The Colonial Development 


which £2.7 million was for new schemes. 
At the end of 1954, total sterling assets of the colonial 
territories, at £1,394 million, were £128 million higher 


INTERNATIONAL FinanciaAL News Survey, July 8, 1955 


than at the end of 1953. Of the total, the West African 
colonies held £488 million, East Africa £217 million, the 
Malayan area £305 million, and Hong Kong £135 mil- 
lion. Sterling assets held as currency reserves rose by £23 
million, to £395 million; other funds with the Crown 
Agents for the Colonies totaled £559 million; miscellane- 
ous official sterling funds amounted to £139 million; and 
£301 million was held with U.K. banks. The rise in 
sterling assets in 1954 was due chiefly to the continued 
high price of cocoa and, to a lesser extent, to the firmness 
of rubber and other raw materials. There was, however, 
a small fall in Marketing Boards’ holdings of sterling, 
owing partly to trading losses (espetially in palm oil), 
and some increase in the local use of colonial govern- 
ment funds. 


Source: The Financial Times, London, England, June 21, 
1955. 


Regional Development in France 


The French Government is reported to have approved a 
number of measures designed to promote expansion in 
areas suffering from underemployment or from insufh- 
cient economic development. The UN Economic Com- 
mission for Europe, in a study, “The Structure of the 
French Economy,” published in March 1955, had em- 
phasized the regional contrasts in the productive structure 
of France and the resulting impact on expansion and 
modernization of the French economy. The measures 
approved recently are part of a deliberate policy to include 
economic decentralization among the objectives of the 
Second Modernization Plan currently under way. 

The measures proposed include the regrouping of 
various budgetary funds for industry and manpower into 
a new Development Fund that would be under the au- 
thority of the Interministerial Committee of Economic 
Orientation; the preparation and implementation of 
regional development programs under the authority of 
the Planning Commission; the granting of various privi- 
leges to ad hoc regional development committees; the 
granting of a special overhead subsidy of up to 20 per 
cent of total initial overhead costs to firms being recon- 
verted or expanding in specified areas; interest rate 
reductions; various tax reductions or privileges; and the 
transfer of various research institutes and administrations 
from Paris to specified areas. 


Source: Le Monde, Paris, France, June 30, 1955. 


Benelux Monetary Policy 


The Luxembourg Finance Minister recently stated that, 
since political considerations affect the value of a coun- 
try’s currency, no one of the countries in the Benelux 
Economic Union would wish to relinquish its rights to 
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determine the value of its own currency. Therefore, there 
would be no point in having the three countries attempt 
to unite into one monetary entity and to issue a special 
Benelux currency. However, it is necessary that a fixed 
relationship be established between the currencies of the 
three countries. 


The Minister stated that he is opposed to any widening 
of the margin of fluctuation between the Benelux cur- 
rencies. To further financial integration within the Union, 
he advocated that such foreign exchange control regula- 
tions as are imposed by each country be brought into 
line, and that a monetary advisory organ—possibly a 
common foreign exchange fund—be established. He 
added that the whole problem would be greatly simplified 
for the Benelux countries if the major countries should 
decide to introduce convertibility. 

Source: Bank for International Settlements, Press Re- 
view, Basle, Switzerland, June 2, 1955. 


Sweden's Refusal fo Join European Fund 


The chief Swedish delegate to the recent meeting of the 
OEEC Council of Ministers in Paris, Minister Gunnar 
Lange, has stated that Sweden will not join the European 
Fund which, it was decided at that meeting, will be estab- 
lished after the return to convertibility. According to 


Mr. Lange, the terms agreed on were unacceptable to 
Sweden. 


Since the volume of trade in 1948 has been adopted as 
the basis for contributions to the fund, Sweden would 
have to pay $21 million, while Western Germany, for 
example, would have to contribute only $40 million. If 
1954 had been taken as the base year, Sweden’s share 
would have been only $10 million, an amount which Mr. 
Lange stated it would be willing to contribute. 


He expressed his satisfaction at the resolution adopted 
by the OEEC Council on the initiative of the seven low- 
tariff countries—Belgium, Denmark, Luxembourg, the 
Netherlands, Norway, Sweden, and Switzerland—with a 
view to bringing about a lowering of tariffs in the high- 
tariff countries. As the first joint move, it will increase 
the possibilities for the low-tariff countries to take action 
within the framework of GATT. 

Source: Svenska Dagbladet, Stockholm, Sweden, June 27, 
1955. 


Rent Increases in Sweden 


Because of the higher interest rates, the Swedish Gov- 
ernment has decided on a general increase in rents from 
October 1 of this year. For dwellings built before 1942, 
rents will be increased by 9 per cent in and around 
Stockholm and by 14 per cent in the rest of the country. 
For privately financed housing built since 1942, the 


ll 


increase will be between 7 and 10 per cent in the Stock- 
holm area and between 9 and 14 per cent in the rest of 
the country. In connection with the interest subsidy, the 
Government has decided that government-guaranteed in- 
terest rates will be increased by 0.5 per cent for houses 
built before 1951, which will mean an increase in rents 
of 8-9 per cent for dwellings built in the 1942-47 period 
and of approximately 5-7 per cent for those built in 
1948-51. Rents for houses built in 1952 or later and 
financed by government loans will not be increased. 


These increases apply only to the period from October 
1, 1955 through March 31, 1956. The question of con- 
tinued government compensation for the higher interest 
costs will be discussed before the end of next March on 
the basis of interest rate developments. 


Source: Svenska Dagbladet, Stockholm, Sweden, July 1, 
1955. 


Finnish Bank Advances 


Credits granted to business and individuals by Fin- 
land’s credit institutions amounted to 17.5 billion markkas 
in the first four months of this year, compared with 14.6 
billion markkas in the same period in 1954. The increase 
resulted from an increase in short-term credits granted 
particularly by the commercial banks and the cooperative 
credit societies, as a consequence of the rise in industrial 
production and imports. The advances made by savings 
banks and mortgage banks rose less than last year. 

The Bank of Finland’s advances to private clients rose 
from 11.9 billion markkas at the end of December 1954 to 
14.6 billion markkas at the end of May; in the corre- 
sponding period of 1954, the rise was only 0.3 billion 
markkas. The increase this year was due chiefly to a 
fuller utilization of previously granted credit facilities, 
and not to new lines of credit. 

The Bank of Finland is of the opinion that the present 
situation creates certain risks for the economy and that 
all available means should be employed to restrict the 
advances by the credit institutions. Between February 1, 
1955, when the cash reserve agreement took effect (see 
this News Survey, Vol. VII, p. 279), and the end of May, 
the credit institutions deposited 2.7 billion markkas with 


the Bank of Finland. 


During the first quarter of the year, the accumulation 
of foreign exchange reserves had an expansionary effect 
on the money supply, but since then, the reserves have 
been declining. The Treasury’s demand deposits with 
the Bank of Finland showed a substantial rise until 
the end of April. In May, however, they declined sharply, 
chiefly as a result of the reimbursement of the purchase 
tax on stocks held by the textile trade in November last 
year when the purchase tax on these goods was abolished. 


The combined effect of these factors was an increase of 
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6.8 billion markkas in the public’s holdings of money, of 
which 3.4 billion was in banknotes. 


Source: Bank of Finland, Monthly Bulletin, Helsinki, 
Finland, June 1955. 


German Securities Owned by Nonresidents 


4 recent study by the Bank deutscher Lander shows 
that German shares and bonds deposited within the Fed- 
eral Republic and West Berlin by nonresidents amounted 
to DM 1.34 billion on April 1, 1955. German securities 
deposited outside the Federal Republic have not been 
included in this study. Only DM 160 million are ac- 
counted for by bonds, the remainder consisting of shares. 
About one quarter of the shares held by nonresidents are 
not being quoted on the stock exchange; the remaining 
three quarters correspond to about 8 per cent of all shares 
being quoted on German stock exchanges. 

The most substantial holdings of German shares are 
in the hands of Swiss residents (DM 320 million). Resi- 
dents of the United States, Belgium, and the Netherlands 
hold about DM 160 million each. Nonresidents have 
acquired mainly shares of the iron and steel industries, 
the electrical industries, chemical industries, and banks. 


It is probable that between the first of April and the 
end of June foreigners acquired more German securities 
by way of the Liberalized Capital Accounts, so that the 
present holdings of German securities by nonresidents 
can be estimated at DM 1.5 billion. The authorization to 
send German securities abroad which was recently granted 
(see this News Survey, Vol. VII, p. 384) has not caused a 
substantial outflow of such securities. 


Source: Frankfurter Allgemeine Zeitung, Frankfurt am 
Main, Germany, June 28, 1955. 


Increase in West German Industrial Production 


Industrial production in Western Germany during the 
first four months of 1955 exceeded that in the correspond- 
ing months of 1954 by as much as one sixth; and in 
April 1955 the index of industrial production reached 199 
(1936 = 100), 15 per cent more than in April 1954. The 
increase is attributed principally to the continued im- 
provement in the investment goods industries and the 
resumption of building activity after the seasonal low in 
late 1954. In view of the increase in new orders, it seems 
almost certain that industrial production will continue 
to expand although there may be differences between the 
various branches of industry. As far as equipment goods 
are concerned, new orders seem to have reached a peak; 
foreign demand, while still increasing, has not compen- 
sated for the decline in domestic orders. In the basic 
industries (iron and steel, nonferrous metals, chemical 
industries, wood and paper, etc.) and in the consumer 
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goods industries, on the other hand, domestic orders are 
increasing while orders from abroad have been leveling 


off. 


Source: Neue Ziircher Zeitung, Ziirich, Switzerland, 
June 14, 1955. 


Industrial Production in Italy 


The Italian index of industrial production in the first 
quarter of 1955 was 8 per cent higher than in the same 
period a year ago. There were increases in all three of 
the main branches covered by the index: 16 per cent in 
mining, 8 per cent in manufacturing, and 3 per cent in 
the gas and electrical power industries. Among the manu- 
facturing industries, the increase for metallurgy amounted 
to 26 per cent, and that for the processing of non- 
metallic ores, to 22 per cent. Smaller increases were re- 
corded for chemicals, rubber, and leather (11 per cent 
each), timber (6 per cent), paper (5 per cent), and food 
and allied products (2 per cent). The production of tex- 
tiles was 10 per cent less in the first quarter of 1955 than 
in the same period of 1954. 

Source: Neue Ziircher Zeitung, Ziirich, Switzerland, 
June 19, 1955. 


Admission of Turkey fo Transferable Account Area 


The Bank of England has announced that Turkey was 
admitted to the sterling transferable account area on 
July 1. Hitherto Turkey had been the only non-dollar 
country outside the sterling area that had been denied 
transferability privileges. The granting of such privi- 
leges follows the expiry of the Anglo-Turkish trade and 
payments agreement of 1945. According to the Financial 
Times, it was not connected with the Anglo-Turkish trade 
and payments agreement concluded in January of this 
year (see this News Survey, Vol. VII, p. 232), under 
which Turkey undertook to use a stipulated proportion of 
its sterling earnings to discharge arrears of commercial 
remittances to the United Kingdom. By making it some- 
what easier for Turkey to earn sterling, the new facilities 
may possibly lead to an expansion of U.K.-Turkish trade. 
Sources: The Financial Times, London, England, June 29 

and July 4, 1955. 


Turkish Interest Rates 


The Central Bank of Turkey has raised its rediscount 
rate from 3 per cent to 4.5 per cent. At the same time, the 
interest rate charged on advances with securities as 
collateral was increased from 4 per cent to 5.5 per cent, 
and on advances with gold as collateral from 2.5 per cent 
to 3.5 per cent. 

Source: Le Journal d’Orient, Istanbul, Turkey, June 29, 
1955. 
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Middle East 
lraq's Oil Exports 


Iraq’s Council of Ministers has approved a proposal 
by the Minister of Economics to negotiate with the 
Government of Kuwait for authority to build oil pipelines 
from the Zubair oilfields in southern Iraq to a Kuwait 
seaport on the Persian Gulf. This will provide Iraq with 
facilities to increase exports of petroleum by 12 million 
tons per year (exports in 1953 were 27 million tons). The 
proposed project is part of Iraq’s plan to increase annual 
oil exports to 50 million tons in the next three years. 
Other projects under consideration are (1) diversion of 
the 12-inch and 16-inch pipelines from Haifa to the 
Lebanese port of Sidon, which would increase annual oil 
exports by 7-714 million tons; (2) expansion of the 
pumping capacity of the Kirkuk-Banias pipeline, in order 
to increase exports by 6 million tons; and (3) con- 
struction of a terminal in southern Iraq, capable of re- 
ceiving heavy tankers. 


Source: The Iraq Times, Baghdad, Iraq, June 20, 1955. 


Construction of Roads and Bridges in Iraq 


As part of its five-year development program, estimated 
to cost ID 303 million (US$848.4 million) and scheduled 
for completion in 1960 (see this News Survey, Vol. VII, 
p. 280), the Iraqi Development Board has allocated ID 58 
million (US$162.4 million) for road and bridge con- 
struction. To accelerate completion of the project, 50 
British engineers will be employed. 


Source: The Iraq Times, Baghdad, Iraq, June 13, 1955. 


Far East 
Indo-U.S. Economic Relations 


Addressing the San Francisco Chamber of Commerce 
and the World Trade Association on June 17, the Indian 
Ambassador to the United States stated that in 1954 
imports from the United States constituted 12.6 per cent 
of India’s total imports, while exports from India to the 
United States were 15.4 per cent of its total export trade. 
India supplied 40 per cent of the manganese ore, 67 per 
cent of the mica, and 95 per cent of the jute textiles im- 
ported into the United States. The Ambassador urged 
that the dollar shortage be overcome through increased 
trade rather than by continuously restricting imports. 

He stated that the volume of U. S. private investment in 
India, though still small, had increased in recent years, 
and referred to several enterprises in dyestuffs, sulpha 
drugs, fine chemicals, textile machinery, etc., for which 
U.S. financial or technical assistance had been made 
available. He also referred to the establishment of two 
new oil refineries in India by Standard Vacuum and 
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Caltex, and the exploration of oil through aerial and 
ground surveys, as well as the establishment of the 
Industrial Credit and Investment Corporation of India, 
in which U.S., British, and Indian private capital had 
been invested and which was assisted by the International 
Bank for Reconstruction and Development and by counter- 
part funds from the sale of steel provided by the U.S. 
Government. 

Source: Embassy of India, Jndiagram, Washington, D.C., 

June 21, 1955. 


Indo-Swedish Trade Agreement 


A trade agreement concluded by India and Sweden on 
May 31 provides for the promotion of trade and shipping 
between the two countries. Trade will be governed by 
the import, export, and foreign exchange regulations in 
force in either country. Under the arrangement, India 
will continue to give soft currency treatment to Sweden, 
and in return Sweden will extend to India the liberaliza- 
tion measures adopted by Sweden for imports from the 
OEEC member countries. 


Some of the important commodities that will be avail- 
able for export from India to Sweden during 1955 include 
cotton textiles, silk and rayon fabrics, jute goods, raw 
wool and woolen manufactures, coir and coir products, 
cotton waste, leather and leather goods, sports goods, 
castor oil, linseed oil, hydrogenated oil, spices, tea, coffee, 
tobacco, shellac, manganese ore, cottage industry prod- 
ucts, cashew kernels, and coal. 

Some of the items available for export from Sweden 
to India are condensed milk, milk powder, various chemi- 
cals and pharmaceuticals, newsprint, book printing and 
writing paper, staple fiber, rayon wool and silk, stainless 
steel, builders’ hardware, ball and roller bearings and 
parts, diesel engines and spare parts, milling machinery, 
machine tools, agricultural machinery, high speed indus- 
trial separators, paper, pulp and wallboard manufacturing 
machinery, cranes, turbines, tubewell sinking equipment, 
refrigerators, rock-drilling equipment, excavators, motor 
generators, transformers, electrical equipment, and photo- 
graphic equipment. 

The agreement will be in force for two years from 
January 1, 1955 and will continue to operate until modi- 
fied or terminated by either party on three months’ 
notice, but the schedules of commodities attached to the 
agreement will be subject to revision for each calendar 
year. 

Source: Reserve Bank of India, Indian News Digest, 
Bombay, India, June 16, 1955. 


Thailand's Cotton Textile Industry 


Thailand’s cotton textile industry at present consists of 
four spinning mills with about 38,000 spindles. About 
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K) per cent of the mills are operating on a three-shift 
basis. and 60 per cent on a one-shift basis. There are 
approximately 900 power looms in the country and an 
undetermined number of hand looms. The Government, 
through its investment policies, is encouraging expansion 
of the textile industry, and it is expected that an additional 
25,000 to 30,000 spindles will be installed within the next 
two years. There are no official production figures avail- 
able, but it is estimated that Thai mills now produce be- 
tween 8 million and 10 million pounds of yarn annually. 
Cloth production from both power looms and hand looms 
is estimated at about 40 million yards per year. 


Imports of grey goods in 1954 amounted to about 25 
million yards, and imports of finished goods totaled about 
130 million yards. These imports were about 10 per cent 
above normal, but the goods appear to have moved 
readily into consumer channels. 

Efforts of the Government to expand cotton production 
over the past several years have not been very successful. 
The 1954-55 crop output is estimated at 39,000 bales 
(500 pounds gross), the same as the 1953-54 crop. Thai- 
land’s raw cotton imports in the calendar year 1954 
totaled 7,300 bales, 66 per cent of which came from 
Brazil and the remainder from Pakistan, Egypt, and 
South Africa. At present, the imports consist entirely 
of the cheap, low-grade cottons. 

Source: Department of Agriculture, Foreign Crops and 
Markets, ‘Vashington, D. C., June 20, 1955. 


New Currency of Laos 


According to the statutes of the National Bank of Laos, 
the official name for the currency of Laos is the kip, re- 
placing the previous name, piastre (see this News Survey, 
Vol. VII, p. 274). The Ministry of Finance of Laos an- 
nounced on May 5, 1955 that the word piastre is no 
longer to appear on administrative documents of account- 
ing. The kip has the same value as the piastre; its 
abbreviation is the letter K. 

Source: L’/nformation d’Indochine Economique et Finan- 
ciére, Saigon, Indo-China, May 12, 1955. 


Japanese lron and Stee! Exports 


The value of contracts concluded by Japan in May 
for iron and steel exports amounted to $26.5 million 
(195,100 tons) according to an announcement of the 
Ministry of International Trade and Industry. This was 
an increase of 42 per cent over the April total. If this 
trend should be maintained throughout the remainder 
of the year, the target of $217 million set for the fiscal 
year 1955-56 would be reached without much difficulty. 

The volume of exports to open account countries 
under the May contracts was 126,600 tons, 79 per cent 
higher than in April; exports to the sterling area rose 
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by 16 per cent; but those to the dollar area fell by 13 
per cent. Argentina took 99,300 tons, 3.3 times more 
than in the previous month. The next largest contracts 
were those of India (12,200 tons) and Australia (8,600 


tons). 


Source: Bank of Tokyo, Weekly Review of Economic 
Affairs in Japan, Tokyo, Japan, June 18, 1955. 


Philippine “No-Dollar” Imports 


The Philippine Bureau of Customs will ban all “no- 
dollar” imports of commodities which compete with do- 
mestically produced products. The banned imports will 
be reshipped to the port of origin under provisions of the 
Anti-Dumping Law. Philippine officials feel that at present 
they have legal authority to ban only those “no-dollar” 
imports that conflict with the Anti-Dumping Law. For 
this reason, the President will ask the special session of 
Congress to pass a law specifically banning all “no-dollar” 
imports. (See also this News Survey, Vol. VI, p. 38.) 
Source: Philippine Association, Philippine Newsletter, 

New York, N. Y., June 30, 1955. 


United States and Canada 


U.S. Business Investment and Financing 


Expansion of business investment in the United States 
accompanied the upturn in economic activity in late 1954 
and has accelerated this year. According to government 
estimates, expenditures on new plant and equipment in 
the second quarter may total $7.3 billion, 6 per cent above 
the corresponding period in 1954, In the third quarter, 
an increase of 9 per cent over the third quarter of last 
year is expected. The optimistic outlook for capital in- 
vestment is also indicated by the increase in new orders 
received by durable goods manufacturers since mid-1954. 
By March of this year, these orders were approaching 
the high level reached after the outbreak of the Korean 
war, and in April they remained close to orders in March. 
Investment in inventories also has risen in recent months, 
the rise in the first quarter amounting to $2.8 billion. 
Most of this expansion, however, represented seasonal 
additions to retail stocks. After allowing for seasonal in- 
fluences, retail inventories increased in the first quarter 
by about $500 million, largely in automobiles, and manu- 
facturers’ inventories were unchanged. The ratio of total 
inventories to sales was lower in March and April than 
at any time since early 1951. 


Funds available from current operations have con- 
tinued to represent the major source of business financing. 
Profits before taxes of large manufacturers in the first 
quarter were 40 per cent above those of the like 1954 
period, and depreciation allowances in the first half of the 
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year reached a new peak. While dividend payments this 
year have been somewhat larger than in 1954, income 
tax payments have been smaller. 


For many businesses, financing needs associated with 
increased capital outlays, inventory accumulation, and 
the expansion of customer credit have been too large in 
1955 to be met with internal funds. As a result, demands 
for credit have been heavy despite the increase in aggre- 
gate funds retained from operations. Corporate security 
offerings for new capital in the first quarter of 1955 were 
almost 40 per cent above those in the corresponding 
period of 1954, Offerings by sales finance and personal 
loan companies reached a near-record level. Commercial 
bank loans in the first five months of 1955 increased by 
about $1 billion, in contrast to the same period in 1954 
when businesses made net repayments of $1.2 billion on 
their bank indebtedness. 


Source: Board of Governors of the Federal Reserve 
System, Federal Reserve Bulletin, Washington, 
D. C., June 1955. 


U.S. Construction Outlook 


The value of new construction in the United States 
during 1955 is expected to reach $41.8 billion, an 11 per 
cent increase over the 1954 record of $37.6 billion. The 
estimate, which compares with one of $39.5 biilion made 
last November, reflects the unprecedented volume of con- 
struction so far this year, at levels above earlier expec- 
tations, and indications that the present rate of building 
will not abate during the rest of the year. The estimate 
assumes high levels of business activity and disposable 
consumer income throughout 1955. 


Private nonfarm housing starts are expected to be only 
about 4 per cent below the all-time record of 1950. Other 
types of construction that are strongly influenced by 
growth and movement of population—schools, churches, 
stores, offices, utilities, and roads—are expected to reach 
new high figures this year. Commercial building probably 
will show the sharpest increase (30 per cent). Public 
utility construction is expected to rise slightly, as petro- 
leum pipeline and gas plant expansion will more than 
offset declines in railroad, electric light, and power 
facilities construction. 


It is expected that private industrial building will in- 
crease a little, reversing the downward movement of the 
past three years. The expanded federal aid program for 
highway construction will result in a rise, estimated at 
12 per cent, in this type of building. Declines are ex- 
pected in farm construction, public housing, and con- 
servation and development work (because of decreases 
in reclamation projects and TVA steam plant construc- 
tion). Public industrial construction is also expected to 
fall, largely owing to a decline in installations for the 
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Atomic Energy Commission, on which the peak con- 

struction period has passed. 

Source: Departments of Commerce and Labor, Joint 
Press Release, Washington, D. C., June 21, 1955. 


Canadian Exports to Eastern Europe 


The Canadian Wheat Board has sold 10 million bushels 
of wheat to Poland for Can$19 million and an unspecified 
quantity, reported to be 5 million bushels, to Czecho- 
slovakia. Negotiations with Poland are not yet complete. 
Both sales were negotiated by private export firms and 
partially financed by bank credit guaranteed by the Ex- 
port Credits Insurance Corporation. The Polish sale in- 
volves a credit of Can$16 million; no details are available 
regarding the Czechoslovak transaction. In addition, 
300,000 pounds of Canadian butter, accumulated by the 
Agricultural Price Support Board, have been sold to 
Czechoslovakia. The sale was made at 37 cents per pound, 
21 cents below the support price, and involved a loss of 
Can$75,000 to the Canadian Government. 

Sources: The Globe and Mail, Toronto, Canada, June 30 
and July 1 and 2, 1955. 


Canadian Employment 


Employment in Canada expanded during May more 
rapidly than is usual for the season. Between mid-April 
and mid-May, the number of employed persons increased 
by 201,000, to 5,324,000, an all-time record for the month. 
Since the labor force rose by only 87,000, unemployment 
fell by 114,000. The number of unemployed, at 213,000, 
was slightly less than in May 1954. 

Source: Dominion Bureau of Statistics, Daily Bulletin, 
Ottawa, Canada, June 20, 1955. 


Latin America 


Broadening of Bank Credit in Bolivia 


On May 10, 1955, the Council of Ministers in Bolivia 
approved a decree broadening the operations of banking 
institutions, including the widening of credit margins for 
industrial purposes, in an effort to increase domestic 
production. The Finance Minister is charged with the 
execution of the decree. 

Banks are 
permitted to pay interest on all deposits irrespective of 


Specific provisions include the following: 


term. Private banks and the Banking Department of the 
Central Bank of Bolivia may buy, hold, and sell stocks 
and bonds of industrial companies established in Bolivia 
whose paid-in capital is at least 50 per cent of that 
authorized. The total amount that each bank may invest 
cannot exceed 50 per cent of its paid-in capital and 
reserves. Private banks and the Banking Department of 
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the Central Bank of Bolivia may invest up to 35 per cent 
of their paid-in capital in fixed assets. Banks may issue 
stock either in the name of the holder or to the bearer. 
The Banking Department of the Central Bank, and private 
banks established before the decree of December 22, 1949, 
are authorized to receive from the public deposits up to 
ten times their paid-in capital plus reserves. Banks es- 
tablished subsequent to that date or to be established in 
the future may receive deposits only up to three and a 
half times their capital and reserves. For mortgage banks, 
deposits in excess of seven times their capital and reserves, 
but not in excess of ten times their capital and reserves, 
may be used exclusively for the granting of credits for 
the construction and repair of buildings, subject to the 
prov isions of Article 24, Decree No. 3777, of July 1, 1954. 
Banks established after July 1, 1954, or to be established 
in the future, may use for commercial loans up to 10 per 


cent of the deposits received from the public. 


Source: La Nacion, La Paz, Bolivia, May 15, 1955. 


U.S. Surplus Commodities to Bolivia 


The U.S. Foreign Operations Administration has agreed 
to supply to Bolivia approximately US$7 million of sur- 
plus foodstuffs and of equipment. Payment will be made 
in local currency, which will be used for purposes to be 
mutually agreed by Bolivia and the United States. The 
commodities will include 17,000 tons of wheat and wheat 
flour, 1,500 tons of cotton, 5,000 tons of rice, and 2.5 
million pounds of dry, nonfat milk. The equipment will 
consist of agricultural, industrial, and transportation 
machinery. (See also this News Survey, Vol. VII, p. 276.) 
Source: The Wall Street Journal, New York, N. Y., 

June 28, 1955. 


Other Countries 
New Zealand's Public Accounts 


New Zealand's public accounts (the Consolidated Fund 
and the Social Security Fund) for the fiscal year ended 
March 31, 1955 showed a surplus of £21.4 million, 
instead of the estimated surplus of £0.7 million. Of the 
surplus realized, £5 million was transferred to the loan 
redemption account, £2 million to public works, £3.5 
million to national development loans, and £1 million to 
defense. 

Income tax receipts in 1954-55 were 9 per cent (£7.5 
million) higher than had been estimated, indicating an 
increased national income. Receipts from social security 
taxation exceeded the estimate by £2.4 million; and as 
a result of the substantial increase in imports, customs 
duties were £4.5 million above the estimate. 

Expenditure on development works fell short of the 
schedule by £7 million, apparently because of shortages 
in manpower and materials. In view of the under- 
expenditure and the increased revenue, the Government 
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has built up a cash balance which would enable it to keep 
off the loan market for some months. This is expected 
to be of help to local bodies, which had been having some 
difficulty in raising money for necessary capital works. 


Source: Australian Financial Review, Sydney, Australia, 
June 2, 1955. 


French Investment in New Caledonia 


The General Council of the French Overseas Territory 
of New Caledonia has approved a project under which 
the French Fund for Investment and Economic and Social 
Development (FIDES) will finance the establishment in 
New Caledonia of a hydroelectric plant, with a capacity 
of 350 million kilowatt-hours, for nickel production. The 
cost of the project is expected to exceed 10 billion francs 
(US$29 million). 

New Caledonia’s output of nickel covers the largest 
part of French requirements for this metal, but at present 
the cost is much higher than that of other producing 
areas. With the installation of the new power plant, the 
cost is not expected to exceed world prices. 


Source: Le Monde, Paris, France, June 10, 1955. 


South African Import Control Policy 


The South African Minister of Economic Affairs has 
stated in Parliament that his policy on the lifting of im- 
port control is to proceed step by step. A large section of 
South African industry is living under an umbrella of 
import control, and would perish if that protection were 
suddenly removed. Industry must be given time to adapt 
itself to the removal of import control. There is a real 
difficulty in the harm that could be done to an industry 
which deserves and needs protection by the delay between 
recommendation of protection by the Board of Trade 
and Industries and its approval by Parliament. During 
such a period more goods could be imported without an 
increased duty than could be produced by any South 
African factory in a year. 

Source: Cape Times, Cape Town, Union of South Africa, 
May 18, 1955. 
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